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OMB Guidance § 200.428 

awarding agency or as an indirect cost 
where allocable to Federal awards. See 
§ 200.444, applicable to States, local gov-
ernments, and Indian tribes. 

[85 FR 49564, Aug. 13, 2020] 

§ 200.423 Alcoholic beverages. 

Costs of alcoholic beverages are unal-
lowable. 

§ 200.424 Alumni/ae activities. 

Costs incurred by IHEs for, or in sup-
port of, alumni/ae activities are unal-
lowable. 

§ 200.425 Audit services. 

(a) A reasonably proportionate share 
of the costs of audits required by, and 
performed in accordance with, the Sin-
gle Audit Act Amendments of 1996 (31 
U.S.C. 7501–7507), as implemented by re-
quirements of this part, are allowable. 
However, the following audit costs are 
unallowable: 

(1) Any costs when audits required by 
the Single Audit Act and subpart F of 
this part have not been conducted or 
have been conducted but not in accord-
ance therewith; and 

(2) Any costs of auditing a non-Fed-
eral entity that is exempted from hav-
ing an audit conducted under the Sin-
gle Audit Act and subpart F of this 
part because its expenditures under 
Federal awards are less than $750,000 
during the non-Federal entity’s fiscal 
year. 

(b) The costs of a financial statement 
audit of a non-Federal entity that does 
not currently have a Federal award 
may be included in the indirect cost 
pool for a cost allocation plan or indi-
rect cost proposal. 

(c) Pass-through entities may charge 
Federal awards for the cost of agreed- 
upon-procedures engagements to mon-
itor subrecipients (in accordance with 
subpart D, §§ 200.331–333) who are ex-
empted from the requirements of the 
Single Audit Act and subpart F of this 
part. This cost is allowable only if the 
agreed-upon-procedures engagements 
are: 

(1) Conducted in accordance with 
GAGAS attestation standards; 

(2) Paid for and arranged by the pass- 
through entity; and 

(3) Limited in scope to one or more of 
the following types of compliance re-
quirements: activities allowed or 
unallowed; allowable costs/cost prin-
ciples; eligibility; and reporting. 

[78 FR 78608, Dec. 26, 2013, as amended at 85 
FR 49564, Aug. 13, 2020] 

§ 200.426 Bad debts. 

Bad debts (debts which have been de-
termined to be uncollectable), includ-
ing losses (whether actual or esti-
mated) arising from uncollectable ac-
counts and other claims, are unallow-
able. Related collection costs, and re-
lated legal costs, arising from such 
debts after they have been determined 
to be uncollectable are also unallow-
able. See also § 200.428. 

[85 FR 49565, Aug. 13, 2020] 

§ 200.427 Bonding costs. 

(a) Bonding costs arise when the Fed-
eral awarding agency requires assur-
ance against financial loss to itself or 
others by reason of the act or default 
of the non-Federal entity. They arise 
also in instances where the non-Fed-
eral entity requires similar assurance, 
including: bonds as bid, performance, 
payment, advance payment, infringe-
ment, and fidelity bonds for employees 
and officials. 

(b) Costs of bonding required pursu-
ant to the terms and conditions of the 
Federal award are allowable. 

(c) Costs of bonding required by the 
non-Federal entity in the general con-
duct of its operations are allowable as 
an indirect cost to the extent that such 
bonding is in accordance with sound 
business practice and the rates and pre-
miums are reasonable under the cir-
cumstances. 

§ 200.428 Collections of improper pay-
ments. 

The costs incurred by a non-Federal 
entity to recover improper payments 
are allowable as either direct or indi-
rect costs, as appropriate. Amounts 
collected may be used by the non-Fed-
eral entity in accordance with cash 
management standards set forth in 
§ 200.305. 

[85 FR 49565, Aug. 13, 2020] 
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